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* When property is classified as exempt the property valuation record reflects the "last known value" as of the date of exemption. DOR staff no lonter
update physical characteristics or verify value data automatically updated by Orion. unless a change of owndership or some type of permit indicates that a
physical change has been made to the property. Therefore, specific valuation data for an exempt property is essentially a meaningless data field, aggregate
data is a meaningless mix of disparate data; both the specific andaninEless mix of disparate data; both the specific and aggregate data have little to no validity to serve as the basis for decision-maki
*r The increase in value for exempt property between 2008 and 2009 is a reflection ofthe conversion to the Orion data system that automates value
updates based on model formulas, including the placeholder values on exempt property. There are no physical inspections of the property, no validation
of the automated valuationt etc.
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Exempt Property in the seven Most populous counties for the sJR 23 study

November 29,2011

This memorandum provides data for the Senate Joint Resolution No. 23 study on the value of the exempt
prope(y in the historical seven most populous oounties. The Departuent of Revenue prepared the
attached documen! entitled "Comparing Exempt and Taxable Property Growth.', Discussed below are
oertain data limitations that affect the validity of the information provided. The memo concludes with an
analysis of the effects of exempting certain property from taxation.

The Deparhent of Revenue (DOR) does not value exernpt property. property records for exempt
property reflect the last known value as of the date of exemption. There ane no site visits by assessors to
update physical characteristics. A computer model does update the value in the property record but staff
does not veri& the value unless a change of ownership or a permit indicates there has been a physical
change to the property.r

These inaccurate values are the only values available and they are used throughout the analysis provided
by the Deparbnent of Revenue and in this memo.

Property exempted in recent years is coded by exemption tlpe in the property record, however, this is not
the case for historical records. This means that the data could not be queried and organized by the type of
property tax exemption. DOR staff, however, was able to remove all government and school distict
property from the exempt values provided. For these reasons, the information is presanted only by county
and not by tlpe of property tax exemption.

Effect of Prooertv Tax Exemntion on Other Tarnavers

Section li'l}42}allows a governmental entity authori zndtocollect property 16x16 impose a mill levy
sufficient to generate the same amount of property taxes assessed in the previous year plus half of the
average rate of inflation for the prior three years. This allows a taxing entity to raise the mill levy if
property becomes exempt and would resuh in a loss ofproperty tax revenue. Raising the mill levy
inoreases the amount ofta:res owed (as long as the value ofthe taxed propety does not decrease).

The following table demonstates the change in taxes that night result if exempt property was no longer
exempt. Increasing the amount of taxable property would allowtaxing entities to decrease the mill levy
and still assess the same amount of property taxes. The sixth oolumn of the table shows the amount by
which each county could reduce its 2010 mill levy and collect the same amount ofrevenue if exempt

t 
See the I note from "Comparing Exempt and Taxable Property Growth, Deparfirrent of Revsnue.

L



property was no longer exempt.2 The last column provides somo context by showing how muoh the

assessed property taxes would change on property valued at $100,000. The change amounts range from a

decrease of $1.42 in Ftathead County to a decrease of $2.25 in Silver Bow County. This indicates that

betweem $1.47 and $2.25 is shifted from exempt properties to taxed properties'

Effect of Property Tax Exemptlon on other Taxpayers, 2010
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